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COINSURANCE 

Proposed  Eligibility  Requirements,  Contract 

Rights  and  Obligations 

Section  307  of  the  Housing  and  Com¬ 
munity  Development  Act  of  1974 
amended  the  National  Housing  Act  by 
adding  a  new  section  244,  entitled  Co- 
insurance.  The  amendment  authorizes 
the  Secretary,  upon  request  of  an  ap¬ 
proved  mortgagee,  to  insure  and  make 
commitments  to  insure  mortgages,  loans 
or  advances  under  Title  n  of  the  Na¬ 
tional  Housing  Act  pursuant  to  a  coin¬ 
surance  contract  which  provides  that  the 
mortgagee  will:  (1)  Assume  a  percent¬ 
age  of  any  loss  and  receive  a  percentage 
of  any  premium  paid  on  the  insured 
mortgage,  and  (2)  carry  out  such  credit 
approval,  appraisal,  inspection,  commit¬ 
ment,  property  disposition  or  other  func¬ 
tions  as  the  Secretary  pursuant  to  regu¬ 
lation  may  approve  as  consistent  with 
the  purposes  of  the  Act. 

Notice  is  hereby  given  that  the  Secre¬ 
tary  proposes  to  amend  Chapter  n  of 
Title  24  of  the  Code  of  Federal  Regula¬ 
tions  by  adding  a  new  Part  204  to  imple¬ 
ment  the  coinsurance  program  author¬ 
ized  by  the  Housing  and  Community  De¬ 
velopment  Act  of  1974. 

Interested  persons  are  invited  to  par¬ 
ticipate  in  this  proposed  rulemaking  by 
submitting  written  data,  views  and  argu¬ 
ments  with  respect  to  this  proposal.  Com¬ 
munications  should  be  identified  by  the 
above  docket  number  and  title,  and 
should  be  filed  in  triplicate  with  the  Rules 
Docket  Clerk,  Office  of  General  Counsel, 
Room  10245,  Department  of  Housing  and 
Urban  Development,  451  Seventh  Street, 
SW.,  Washington,  D.C.  20410.  All  rele¬ 
vant  material  received  on  or  before  De¬ 
cember  23,  1974  will  be  considered  before 
adoption  of  the  final  rule.  Copies  of  com¬ 
ments  submitted  will  be  available  for 
public  inspection  during  normal  business 
hours  at  the  above  address. 

In  consideration  of  the  foregoing,  and 
purusant  to  authority  contained  in  sec¬ 
tion  211  of  the  National  Housing  Act,  12 
USC  1715b,  It  is  proposed  to  amend 
Chapter  H  of  Title  24  of  the  Code  of 
Federal  Regulations  by  adding  a  new 
Part  204,  as  set  forth  below. 

1.  A  new  Part  204,  is  added  as  set 
forth  below. 

PART  204 — COINSURANCE 
Subpart  A — Eligibility  Requirements 

Sec. 


Subpart  B — Contract  Rights  and  Obligations 

204.251  Definitions. 

Endorsement  and  Contract  of  Insurance 

Secs. 

204.254  Application  for  insurance. 

204.255  Insurance  of  mortgage. 

204.256  Reinsurance  prohibited. 

204.257  Contract  created  by  Mortgage  In¬ 

surance  Certificate. 

Mortgage  Insurance  Premiums — In  General 

204.260  Method  of  payment  of  MIP. 

Initial  Mortgage  Insurance  Premium 

204.261  Amount  of  initial  MIP. 

204.262  Due  date  of  Initial  MIP. 

204.263  Period  covered  by  initial  MIP. 

Annual  Mortgage  Insurance  Premium 

204.265  Amount  of  annual  MIP. 

204.266  Due  date  of  atnual  MIP. 

204.267  Duration  of  annual  MIP. 

Adjusted  Mortgage  Insurance  Premium 

204.268  Discontinuance  of  adjusted  pre¬ 

mium  charge. 

Coinsurance  Reserve 

204.270  Annual  coinsurance  reserve. 

204.271  Credits  to  reserve. 

204.272  Debits  to  reserve. 

204.273  Distribution  of  reserve. 

204.275  Transfer  of  Annual  Coinsurance  Re¬ 

serve. 

204.276  Mortgagees’  participating  share. 

Termination 

204.280  Termination  of  Insurance  contract. 

204.281  Notice  of  termination  by  mortgagee. 

204.282  Notice  and  date  of  termination  by 

Commissioner. 

204.283  Effect  of  termination. 

204.284  Termination  of  coinsurance  pro¬ 

visions  of  the  Insurance  contract. 

Default  Under  Mortgage 

204.290  Definition  of  default. 

204 .29 1  Date  of  default. 

204.292  Notice  of  default. 

204.293  Reinstatement  of  defaulted  mort¬ 

gage. 

204.294  Forbearance  relief  and  recasting  of 

mortgage. 

Claim  Procedure 

204.300  Claim  procedure  in  general. 

204.301  Acquisition  of  property. 

204.302  Notice  of  foreclosure. 

204.303  Deed  In  lieu  of  foreclosure. 

204.304  Notice  of  acquisition  of  title. 

204.305  Disposition  of  the  property. 

204.306  Application  for  insurance  benefits. 
Payment  of  Insurance  Benefits 

204.320  Method  of  payment. 

204.321  Amount  of  payment. 

204.322  Items  Included  in  payment. 

204.323  Items  deducted  from  payment. 
304.330  Benefits  to  investing  mortgagees. 

204.350  Debentures. 

204.351  Issue  date  of  debentures. 

204.355  Mutual  Mortage  Insurance  Fund 
and  distributive  shares. 

204.360  Sale,  assignment  and  pledge  of 
insured  mortgages. 


Subpart  A — Eligibility  Requirements 
§  204.1  Incorporation  by  reference. 

All  of  the  provisions  of  Subpart  A, 
Part  203  of  this  Chapter  concerning  eli¬ 
gibility  requirements  of  mortgages  under 
section  203(b)  of  the  National  Housing 
Act  apply  to  mortgages,  covering  one-  to 
four-family  dwellings,  to  be  insured 
under  section  203(b)  pursuant  to  the  co- 
insurance  authority  of  section  244  of  the 
National  Housing  Act  except  the  follow¬ 
ing  provisions. 
s«c. 

203.12  Application  and  commitment  exten¬ 
sion  fees. 

203.18  (c),  (d),  (e)  and  (f)  Maximum 
mortgage  amounts. 

203.26  Mortgagor’s  payments  when  mort¬ 
gage  is  executed. 

203.43  Eligibility  of  miscellaneous-type 

mortgages. 

203.43a  Eligibility  of  mortgages  covering 
housing  in  certain  neighborhoods. 
203.43b  Eligibility  of  mortgages  covering 
housing  intended  for  seasonal  oc¬ 
cupancy. 

Open-End  Advances 

203.44  Eligibility  of  open-end  advances. 
Insured  Home  Improvement  Loans 

203.50  Definitions. 

203.51  Eligible  lenders. 

203.52  Withdrawal  of  approval. 

203.53  Financial  statements. 

203.54  Loan  servicing. 

203.55  Form  of  application. 

203.60  Application  and  commitment  exten¬ 

sion  fees. 

203.61  Issuance  of  commitment. 

203.62  Note  and  security  form. 

203.63  Disbursement  of  proceeds. 

203.64  Loan  multiples. 

203.65  Loan  payments. 

203.70  Maturity  of  loan. 

203.71  Loan  amortization  period. 

203.72  Beginning  of  payments. 

203.73  Maximum  loan  amounts. 

203.74  Maximum  interest  rate. 

203.75  Amortization  provisions. 

203.80  Payment  of  insurance  premiums  or 

charges. 

203.81  Application  of  payments. 

203.82  Use  of  proceeds. 

203.83  Nature  of  borrower’s  ownership. 
203.86  Credit  standing. 

203.90  Relationship  of  income  to  loan  pay¬ 

ments. 

203.91  Certification  as  to  outstanding  In¬ 

debtedness  relating  to  the  prop¬ 
erty. 

203.92  Certificate  of  nondiscrimination  by 

borrower. 

203.93  Certificate  and  contract  regarding 

use  of  dwelling  for  transient  or 
hotel  purposes. 

203.94  Acceptable  risk. 

203.95  Owner-occupancy  in  military  serv¬ 

ice  cases. 

203.100  Charges  and  fees  to  lender  from  bor¬ 

rower. 

203.101  Report  and  approval  of  charges  and 

fees. 

203.102  Late  charge. 

§  204.2  Approval  of  coinsuring  mort- 


204.1 

204.2 

204.3 

204.4 

204.5 

204.6 


Incorporation  by  reference. 

Approval  of  coinsuring  mortgagees. 
Delegation  of  authority. 

Application  fees. 

Mortgagor’s  payments  when  mort¬ 
gage  is  executed. 

Mortgage  servicing  during  coinsur¬ 
ance  period. 


Extension  or  Time 

204.380  Actions  to  be  taken  by  mortgagee 

or  lender. 

Amendments 

204.381  Effect  of  amendments. 

Authority:  12U.S.C.  1715b. 


gagees. 

(a)  A  mortgagee  approved  under ' 
IS  203.1,  203.2,  203.4(b)  or  203.4(c)  of 
this  chapter  and  meeting  the  following 
special  requirements  may  be  approved  as 
a  coinsuring  mortgagee  under  this  part: 
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(1)  It  shall  have  sound  capital  funds 
(net  worth)  of  a  value  of  not  less  than 
$500,000. 

(2)  It  shall  submit  evidence  satisfac¬ 
tory  to  the  Commissioner  that  it  is  ca¬ 
pable  of  discharging  full  underwriting, 
servicing  and  property  disposition  re¬ 
sponsibilities  as  required  under  instruc¬ 
tions  and  standards  issued  by  the  Com¬ 
missioner. 

(3)  It  shall  submit  to  such  monitoring, 
auditing  and  review  as  the  Commis¬ 
sioner  may  require. 

(4)  It  shall  submit  a  detailed  audit 
report  of  its  books  made  by  an  independ¬ 
ent  accountant  satisfactory  to  the 
Commissioner,  reflecting  a  condition 
satisfactory  to  him. 

(5)  It  shall  file  with  the  Commissioner 
similar  annual  audits  within  75  days  of 
the  closing  of  its  fiscal  year  so  long  as  its 
aproval  as  a  coinsuring  mortgagee  con¬ 
tinues. 

(6)  It  shall  comply  with  any  other 
conditions  that  the  Commissioner  may 
impose. 

(b)  Approval  of  a  coinsuring  mort¬ 
gagee  under  this  part  may  be  withdrawn 
for  the  causes  provided  in  §  203.7  of  this 
chapter  or  for  any  of  the  following 
causes : 

(1)  Failure  to  maintain  the  required 
sound  capital  funds; 

(2)  Failure  to  properly  perform  under¬ 
writing,  servicing  or  property  disposition 
functions  in  accordance  with  instruc¬ 
tions  and  standards  issued  by  the  Com¬ 
missioner; 

(3)  Failure  of  an  originating  mort¬ 
gagee  to  discharge  its  responsibilities 
under  a  contract  for  coinsurance; 

(4)  Failure  to  make  full  payment  to 
an  investing  mortgagee  as  required  in 
this  part. 

(5)  Such  other  causes  as  the  Commis¬ 
sioner  determines  to  be  justified. 

§  204.3  Delegation  of  authority. 

(a)  A  mortgagee  approved  for  coinsur¬ 
ance  is  authorized  to  make  determina¬ 
tions  relating  to  the  eligibility  of  the 
mortgage,  the  mortgagor  and  the  prop¬ 
erty,  pursuant  to  instructions  and  stand¬ 
ards  issued  by  the  Commissioner,  for  in¬ 
surance  of  a  mortgage  with  respect  to 
any  mortgage  to  be  coinsured  by  the 
Commissioner  and  the  mortgagee,  ex¬ 
cept: 

(1)  Mortgages  covering  property 
which  has  been  occupied  by  parties  other 
than  the  owner  for  2  years  or  less  preced¬ 
ing  the  application  for  insurance. 

(2)  Mortgages  covering  proposed  con¬ 
struction  in  new  subdivisions  which  have 
not  been  approved  by  the  Commissioner. 

(b)  In  making  the  determinations 
set  forth  in  this  section  the  mortgagee 
shall  utilize  only  staff  or  fee  appraisers, 
mortgage  credit  examiners  and  inspec¬ 
tors  approved  by  the  Commissioner. 

§  204.4  Application  fees. 

(a)  When  the  mortgagee  determines 
the  appraised  value  of  the  property,  the 
eligibility  of  the  property  for  insurance, 
and  the  mortgage  amount  which  may  be 
insured,  the  mortgagee  may  collect  from 
the  mortgagor  for  its  own  use  an  appli¬ 
cation  fee  as  follows: 


(1)  $50  for  an  application  involving  r 
existing  housing. 

(2)  $65  for  an  application  involving 
proposed  construction. 

(b)  When  the  mortgagee  submits  an 
application  for  conditional  commitment 
to  be  processed  by  the  Commissioner  the 
mortgagee  shall  pay  the  application  fees 
required  by  §  203.12  of  this  chapter. 

§  204.5  Mortgagor’s  payments  when 

mortgage  is  executed. 

The  mortgagor  must  pay  to  the  mort¬ 
gagee,  upon  the  execution  of  the  mort¬ 
gage,  a  stun  that  will  be  sufficient  to  pay 
the  ground  rents,  if  any,  the  estimated 
taxes,  special  assessments,  flood  insur¬ 
ance  premiums,  if  required,  and  fire  and 
other  hazard  insurance  premiums  for  the 
period  beginning  on  the  date  to  which 
such  ground  rents,  taxes,  assessments, 
and  insurance  premiums  were  last  paid 
and  ending  on  the  date  of  the  first 
monthly  payment  under  the  mortgage 
plus  an  amount  sufficient  to  pay  the  in¬ 
itial  mortgage  insurance  premium. 

§  204.6  Mortgage  servicing  during  co- 

insurance  period. 

Servicing  functions  during  the  period 
of  coinsurance  shall  be  performed  only 
by  the  originating  mortgagee  or  by  an 
approved  coinsuring  mortgagee  which 
agrees  to  assume  the  originating  mort¬ 
gagee’s  liability  under  the  contract  of 
coinsurance:  Provided,  however.  That 
the  investing  mortgagee  may  elect  to 
transfer  servicing  to  other  than  an  ap¬ 
proved  coinsuring  mortgagee  if  the  in¬ 
vesting  mortgagee  assumes  the  obliga¬ 
tions  of  the  originating  mortgagee  under 
the  contract  of  coinsurance. 

Subpart  B — Contract  Rights  and 
Obligations 

§  204.251  Definitions. 

As  used  in  this  subpart  the  following 
terms  shall  have  the  meaning  indicated: 

(a)  “Commissioner”  means  the  Fed¬ 
eral  Housing  Commissioner  or  his  au¬ 
thorized  representative. 

(b)  “Act”  means  the  National  Housing 
Act,  as  amended. 

(c)  “FHA”  means  the  Federal  ! Sous¬ 
ing  Administration. 

(d)  “Mortgage”  means  such  a  first  lien 
upon  real  estate  as  is  commonly  given 
to  secure  advances  on,  or  the  unpaid  pur¬ 
chase  price  of,  real  estate  under  the 
laws  of  the  jurisdiction  where  the  real 
estate  is  situated,  together  with  the 
credit  instruments,  if  any,  secured 
thereby. 

(e)  “Mortgagor”  means  the  original 
borrower  under  a  mortgage  and  his  heirs, 
executors,  administrators  and  assigns. 

(f)  “Mortgagee”  means  the'  original 
lender  under  a  mortgage  and  its  suc¬ 
cessors  and  such  of  its  assigns  as  are  ap¬ 
proved  by  the  Commissioner. 

(g)  “Originating  mortgagee”  means 
the  original  coinsured  lender,  or  an  as¬ 
signee  which  has  assumed  responsibility 
for  the  original  coinsured  lender’s  liabil¬ 
ity  under  the  coinsurance  contract,  with 
the  approval  of  the  Commissioner. 

(h)  “Investing  mortgagee”  means  a 
lender  approved  by  the  Commissioner 
pursuant  to  §§  203.1  through  203.6  of 


this  section  to  which  the  coinsured  mort¬ 
gage  has  been  sold,  assigned  or  trans¬ 
ferred  and  which  has  not  assumed  re¬ 
sponsibility  for  the  originating  mort¬ 
gagee’s  liability  under  the  coinsurance 
contract,  except  as  provided  in  §  204.6. 

(i)  “Insured  mortgage”  means  a  mort¬ 
gage  which  has  been  insured  as  evidenced 
by  the  issuance  of  a  Mortgage  Insurance 
Certificate  by  the  Commissioner. 

(j)  “Contract  of  insurance”  means  the 
agreement  evidenced  by  the  issuance  of  a 
Mortgage  Insurance  Certificate  incor¬ 
porating  by  reference  the  regulations  in 
this  part  and  the  applicable  provisions  of 
the  Act. 

(k)  “Period  of  coinsurance”  means  a 
period  of  time  beginning  on  the  effective 
date  of  the  Mortgage  Insurance  Certifi¬ 
cate  and  ending  on  the  date  the  60th 
monthly  amortization  payment  is  ac¬ 
tually  .made  by  the  mortgagor. 

(l)  “Fully  insured”  means  entitlement 
to  the  benefits,  and  subject  to  the  condi¬ 
tions,  of  §§  203.295  through  203.435  of 
this  chapterf 

(m)  “MIP”  means  the  mortgage  insur¬ 
ance  premium  paid  by  the  mortgagee  to 
the  Commissioner  in  consideration  of  the 
contract  of  insurance. 

(n)  “Maturity”  means  the  date  on 
which  the  mortgage  indebtedness  would 
be  extinguished  if  paid  in  accordance 
with  periodic  payments  provided  for  in 
the  mortgage. 

(o)  “Debentures”  means  registered, 
transferable  securities  which  are  valid 
and  binding  obligations,  issued  in  the 
name  of  the  Mutual  Mortgage  Insurance 
Fund  in  accordance  with  the  provisions 
of  this  part;  such  debentures  are  the  pri¬ 
mary  liability  of  the  Mutual  Mortgage 
Insurance  Fund  and  are  unconditionally 
guaranteed  as  to  principal  and  interest 
by  the  United  States. 

(p)  “State”  includes  the  several  States, 
Puerto  Rico,  the  District  of  Columbia, 
Guam,  the  Trust  Territory  of  the  Pacific 
Islands,  and  the  Virgin  Islands. 

Endorsement  and  Contract  of 
Insurance 

§  204.254  Application  for  insurance. 

The  mortgagee  shall  submit  to  the 
Commissioner,  on  forms  prescribed  by 
him,  within  15  days  after  the  date  of 
closing  the  loan  evidence  that  the  mort¬ 
gage,  the  mortgagor  and  the  property  are 
eligible  for  insurance,  that  the  principal 
amount  of  the  loan  has  been  disbursed 
to  the  mortgagor  or  for  his  account,  and 
such  other  matters  as  the  Commissioner 
may  require. 

§  204.255  Insurance  of  mortgage. 

Upon  compliance  with  the  require¬ 
ments  of  this  part  the  Commissioner  will 
insure  the  loan  as  of  the  date  of  closing 
evidencing  the  insurance  by  the  issuance 
of  a  Mortgage  Insurance  Certificate 
which  the  loan  is  insured  and  the  date 
which  the  loan  is  insured  an  the  date 
of  insurance. 

§  204.256  Reinsurance  prohibited. 

The  mortgagee  shall  not  obtain  rein¬ 
surance  of  its  share  of  any  loss  suffered 
under  this  part. 
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§  204.257  Contract  created  by  Mortgage 
Insurance  Certificate. 

The  mortgage  shall  be  a  coinsured 
mortgage  from  the  effective  date  of  the 
Mortgage  Insurance  Certificate  and  con¬ 
tinuing  through  the  period  of  coinsur¬ 
ance;  thereafter,  the  mortgage  shall  be 
fully  insured  until  termination  of  the 
mortgage  insurance  l  jntract.  After  the 
effective  date  of  a  Mortgage  Insurance 
Certificate  the  Commissioner  anu  the 
mortgagee  shall  be  bound  by  the  regula¬ 
tions  in  this  part  with  the  same  force 
and  to  the  same  extent  as  if  a  separate 
contract  had  been  executed  relating  to 
the  insured  mortgage  including  the  pro¬ 
visions  of  the  regulations  in  this  subpart 
and  of  the  Act. 

Mortgage  Insurance  Premiums — 

In  General 

§  204.260  Method  of  payment  of  MIP. 

The  payment  of  any  MIP  under  this 
subpart  shall  be  made  to  the  Commis¬ 
sioner  by  the  mortgagee  either  in  cash 
or  debentures  at  par  plus  accrued  in¬ 
terest.  All  premiums  are  payable  in  ad¬ 
vance  and  no  refund  will  be  made  of  any 
portion  thereof  except  as  provided  in  this 
subpart. 

Initial  Mortgage  Insurance  Premium 
§  204.261  Amount  of  initial  MIP. 

The  initial  MIP  shall  be  in  an  amount 
equal  to  one  percent  of  the  average  out¬ 
standing  principal  obligation  for  the  first 
year  of  amortization  under  the  mortgage, 
without  taking  into  account  delinquent 
payments  or  prepayments. 

§  204.262  Due  date  of  initial  MIP. 

The  initial  MIP  shall  be  due  and  pay¬ 
able  by  the  mortgagee  upon  receipt  from 
FHA  of  a  monthly  statement  covering 
the  related  transaction. 

§  204.263  Period  covered  by  initial  MIP. 

The  initial  MIP  shall  cover  the  period 
beginning  with  the  effective  date  of  the 
Mortgage  Insurance  Certificate  and  end¬ 
ing  on  the  next  anniversary  of  such  date. 
Subsequent  premium  payments  shall 
cover  the  12-month  period  following  each 
anniversary  date. 

Annual  Mortgage  Insurance  Premium 
§  204.265  Amount  of  annual  MIP. 

After  payment  of  the  initial  MIP  an 
annual  MIP  shall  be  paid  in  an  amount 
equal  to  one -half  percent  of  the  average 
outstanding  principal  obligation  for  the 
12  month  period  following  the  date  on 
which  the  premium  becomes  payable, 
without  taking  into  account  delinquent 
payments  or  prepayments. 

§  204.266  Due  date  of  annual  MIP. 

After  payment  of  the  initial  MIP  an 
annual  MIP  shall  be  paid  on  each  anni¬ 
versary  date  of  the  effective  date  of  the 
Mortgage  Insurance  Certificate. 

§  204.267  Duration  of  annual  MIP. 

After  payment  of  the  initial  MIP  the 
mortgagee  shall  pay  an  annual  MIP  to 
the  Commissioner  until  the  earliest  date 
on  which  one  of  the  following  occurs; 


(a)  The  fifth  anniversary  date  of  the 
effective  date  of  the  Mortgage  Insurance 
Certificate  ;  or 

(b)  The  mortgage  is  paid  in  full;  or 

(c)  A  deed  to  the  mortgagee  is  filed 
for  record;  or 

(d)  The  contract  of  insurance  is  other¬ 
wise  terminated  with  the  consent  of  the 
Commissioner. 

Adjusted  Mortgage  Insurance  Premium 

§  204.268  Discontinuance  of  adjusted 
premium  charge. 

Notwithstanding  any  provision  in  the 
mortgage  instrument  there  shall  be  no 
adjusted  mortgage  insurance  premium 
due  the  Commissioner  on  account  of  the 
prepayment  of  any  mortgage. 

Coinsurance  Reserve 
§  204.270  Annual  coinsurance  reserve. 

There  shall  be  established  by  the  Com¬ 
missioner  for  each  originating  mort¬ 
gagee  an  Annual  Coinsurance  Reserve 
which  shall  consist  of  credits  and  debits 
relating  to  all  mortgages  insured  with 
respect  to  such  mortgagee  under  this 
part  during  each  calendar  year. 

§  204.271  Credits  to  reserve. 

(a)  There  shall  be  credited  to  each 
Annual  Coinsurance  Reserve  on  the 
date  of  receipt  of  a  mortgage  insurance 
premium,  as  follows:  1.90  percent  of 
the  initial  MIP,  13.5  percent  of  the  first 
annual  MIP,  13.9  percent  of  the  second 
annual  MIP,  12.2  percent  of  the  third 
annual  MIP,  9.7  percent  of  the  fourth 
annual  MIP. 

(b)  In  the  event  of  the  stop  loss  limit 
becoming  applicable  pursuant  to 
§  204.321(c),  no  future  premium  income 
will  be  credited  to  the  Annual  Coinsur¬ 
ance  Reserve  to  which  the  stop  loss  was 
applied. 

§  204.272  Debits  to  reserve. 

There  shall  be  debited  to  each  Annual 
Coinsurance  Reserve  all  losses  paid  by 
the  Commissioner  for  which  the  mortga¬ 
gee  is  responsible  pursuant  to  $  204.321 
(c),  and  all  amounts  due  the  Commis¬ 
sioner  pursuant  to  §  204.284(a)  (2) . 

§  204.273  Distribution  of  reserve. 

On  the  sixth  anniversary  of  the  es¬ 
tablishment  of  an  Annual  Coinsurance 
Reserve  with  respect  to  any  mortgagee, 
or  as  soon  thereafter  as  is  practicable, 
the  Commissioner  will  pay  to  the  mort¬ 
gagee  the  credit  balance  remaining  in 
the  reserve. 

§  204.275  Transfer  of  Annual  Coinsur¬ 
ance  Reserve. 

MIP  credits  and  loss  debits  shall  not 
be  transferred  from  any  Annual  Coin¬ 
surance  Reserve  established  pursuant  to 
§  204.270  to  any  other  Annual  Coinsur¬ 
ance  Reserve  of  the  same  or  a  different 
mortgagee.  If  there  is  an  approved  trans¬ 
fer  of  servicing  responsibility  with  re¬ 
spect  to  a  coinsured  mortgage,  the  mort¬ 
gagee’s  share  of  insurance  premiums  re¬ 
ceived  and  losses  occurring  subsequent 
to  the  date  of  transfer  shall  be  credited 
or  debited  to  the  Annual  Coinsurance 
Reserve  of  the  transferee. 


§  204.276  Mortgagee's  Participating 
share. 

(a)  The  Commissioner  will  maintain 
a  separate  account  of  all  receipts,  dis¬ 
bursements  and  expenses  attributable  to 
all  mortgages  coinsured  in  each  calen¬ 
dar  year.  He  will  share  with  all  coinsur¬ 
ing  mortgagees  the  aggregate  amount 
available  for  the  mortgagees’  participat¬ 
ing  share  which  shall  consist  of  one-half 
of  the  difference  between  the  net  income 
so  computed  and  the  assumed  actuarial 
basis  used  in  the  premium  computation. 

(b)  The  Commissioner  will  pay  to 
each  coinsuring  mortgagee,  that  por¬ 
tion  of  the  aggregate  amount  available 
for  the  mortgagees’  participating  share 
in  the  proportion  that  the  credit  bal¬ 
ance  remaining  in  the  mortgagees’  An¬ 
nual  Coinsurance  Reserve  bears  to  the 
credit  balance  remaining  in  Annual  Co- 
insurance  Reserves  for  all  mortgagees  in 
the  applicable  year. 

(c)  In  no  event  will  a  mortgagee  re¬ 
ceive  an  amount  in  excess  of  one-half  of 
one  percent  of  the  total  of  the  original 
principal  obligations  of  the  mortgages 
coinsured  by  such  mortgagee  in  the  ap¬ 
plicable  calendar  year  and  of  the  mort¬ 
gages,  for  which  such  mortgagee  as¬ 
sumed  coinsurance  liability,  which 
were  originated  in  the  applicable  calen¬ 
dar  year. 

(d)  The  determination  of  the  Com¬ 
missioner  as  to  the  amount  to  be  paid 
to  any  mortgagee  from  the  mortgagees’ 
participating  share  shall  be  final  and 

conclusive. 

Termination 

§  204.280  Termination  of  insurance 
contract. 

The  contract  of  insurance  shall  be 
terminated  if : 

(a)  The  mortgage  is  paid  in  full  prior 
to  its  maturity;  or 

(b)  The  mortgagee  acquires  the 
mortgaged  property  and  notifies  the 
Commissioner  that  no  claim  for  insur¬ 
ance  benefits  has  been  or  will  be  made; 
or 

(c)  After  foreclosure  the  property  is 
redeemed;  or 

(d)  The  property  is  bid  in  and  ac¬ 
quired  at  a  foreclosure  sale  by  a  party 
other  than  the  mortgagee;  or 

(e)  The  mortgagor  and  mortgagee 
jointly  request  termination.  The  mort¬ 
gagee  shall  cancel  the  insurance  en¬ 
dorsement  on  the  Mortgage  Insurance 
Certificate  upon  receipt  of  notice  from 
the  Commissioner  that  the  contract  of 
insurance  is  terminated. 

§  204.281  Notice  of  termination  by  mort¬ 
gagee. 

No  contract  of  insurance  shall  be 
terminated  until  the  mortgagee  has 
given  written  notice  thereof  to  the  Com¬ 
missioner  within  30  days  from  the  oc¬ 
currence  of  one  of  the  approved  meth¬ 
ods  of  termination  set  forth  in  this 
subpart. 

§  204.282  Notice  and  date  of  termina¬ 
tion  by  Commissioner. 

The  Commissioner  shall  notify  the 
mortgagee  that  the  contract  of  Insurance 
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has  been  terminated  and  the  effective 
termination  date.  The  termination  date 
shall  be  the  last  day  of  the  month  in 
which  any  one  of  the  following  events 
first  occurs: 

(a)  The  date  foreclosure  proceedings 
were  instituted,  or  the  property  was 
otherwise  acquired  by  the  mortgagee,  if 
the  mortgagee  notifies  the  Commissioner 
that  no  claim  for  insurance  benefits  has 
been  or  will  be  made ; 

(b)  The  date  the  mortgage  was  pre¬ 
paid  in  full ; 

(c)  The  date  a  voluntary  termination 
request  is  received  by  the  Commissioner. 

§  204.283  Effect  of  termination. 

Upon  termination  of  the  contract  of 
insurance,  the  obligation  to  pay  any  sub¬ 
sequent  MIP  shall  cease  and  all  rights 
of  the  mortgagor  and  mortgagee  shall  be 
terminated. 

§  204.284  Termination  of  coinsurance 
provisions  of  the  insurance  contract. 

(a)  The  coinsurance  provision  of  the 
mortgage  insurance  contract  shall  cease 
and  the  mortgage  shall  be  fully  insured 
upon: 

(1)  Expiration  of  the  period  of  coin¬ 
surance;  or 

(2)  Failure  or  inability  of  the  originat¬ 
ing  mortgagee  to  perform  its  servicing 
responsibilities  because  of  dissolution, 
bankruptcy  or  withdrawal  of  approval  as 
a  mortgagee,  provided  that  the  originat¬ 
ing  mortgagee  will  remain  liable  for  any 
losses  under  the  coinsurance  provisions 
of  the  mortgage  insurance  contract. 

(b)  If  the  mortgagee  agrees  to  provide 
forbearance  relief,  or  recasting  or  for¬ 
bearance  relief  for  military  personnel, 
pursuant  to  §  204.294,  the  Commissioner 
upon  request  may  agree  to  terminate  the 
coinsurance  provisions  of  the  mortgage 
insurance  contract  after  which  the 
mortgage  will  be  fully  insured  on  the  due 
date  of  the  60th  scheduled  monthly  pay¬ 
ment  under  the  original  terms  of  the 
mortgage,  provided  that  payments  are 
current  on  such  date  under  the  terms  of 
the  forbearance  or  recasting  agreement. 

Default  Under  Mortgage 
§  204.290  Definition  of  default. 

If  the  mortgagor  fails  to  make  any 
payment,  or  to  perform  any  other  ob¬ 
ligation  under  the  mortgage,  and  such 
failure  continues  for  a  period  of  30  days, 
the  mortgage  shall  be  considered  in  de¬ 
fault  for  the  purposes  of  this  subpart. 

§  204.291  Date  of  default. 

For  the  purposes  of  this  subpart,  the 
date  of  default  shall  be  considered  as  30 
days  after — 

(a)  The  first  uncorrected  failure  to 
perform  any  obligation  under  the  mort¬ 
gage  ;  or 

(b)  The  first  failure  to  make  a 
monthly  payment  which  is  not  covered 
by  subsequent  payments  made  by  the 
mortgagor  when  such  subsequent  pay¬ 
ments  are  applied  to  the  overdue 
monthly  payments  in  the  order  in  which 
they  became  due. 


§  204.292  Notice  of  default. 

The  mortgagee  shall,  within  60  days 
after  the  date  of  default  as  defined  in 
this  part,  give  written  notice  thereof  to 
the  Commissioner  on  a  form  prescribed 
by  him,  unless  such  default  has  been 
cured  or  unless  the  Commissioner  has 
been  notified  of  a  previous  default  which 
remains  uncured. 

§  204.293  Reinstatement  of  defaulted 
mortgage. 

If  after  default  and  prior  to  the  com¬ 
pletion  of  foreclosure  proceedings  the 
mortgagor  shall  cure  the  default,  the  in¬ 
surance  shall  continue  as  if  a  default  had 
not  occurred,  provided  the  mortgagor 
pays  to  the  mortgagee  such  expenses  as 
the  mortgagee  has  incurred  in  connec¬ 
tion  with  the  foreclosure  proceedings 
and  the  mortgagee  gives  written  notice 
of  reinstatement  to  the  Commissioner. 

§  204.294  Forbearance  relief  and  re¬ 
casting  of  mortgage. 

All  of  the  provisions  of  §§203.340 
through  203.346  of  this  chapter  shall  ap¬ 
ply  to  mortgages  insured  under  this 
part. 

Claim  Procedure 

§  204.300  Claim  procedure  in  general. 

(a)  The  provisions  of  §§204.301 
through  204.381  of  this  chapter  shall  be 
applicable  to  mortgages  foreclosed  and 
property  acquired  during  the  period  of 
coinsurance. 

(b)  The  provisions  of  §§  203.295 
through  203.425  of  this  chapter  shall  be 
applicable  to  mortgages  foreclosed  or  as¬ 
signed  and  property  conveyed  to  the 
Commissioner  after  termination  of  the 
period  of  coinsurance  and  while  the 
mortgage  is  fully  insured. 

§  204.301  Acquisition  of  property. 

At  any  time  within  one  year  from  the 
date  of  default,  or  such  additional  period 
of  time  as  may  be  approved  by  the  Com¬ 
missioner,  the  mortgagee,  at  its  election, 
shall  either — 

(a)  Commence  foreclosure  of  the 
mortgage;  or 

(b)  Acquire  possession  of,  and  title  to, 
the  mortgaged  property  by  means  other 
than  foreclosure. 

§  204.302  Notice  of  foreclosure. 

The  mortgagee  shall  give  written  no¬ 
tice  to  the  Commissioner  on  a  form  pre¬ 
scribed  by  him  within  30  days  after  the 
institution  of  foreclosure  proceedings 
and  shall  exercise  reasonable  diligence  in 
prosecuting  such  proceedings  to  comple¬ 
tion. 

§  204.303  Deed  in  lieu  of  foreclosure. 

In  lieu  of  instituting  or  completing 
a  foreclosure,  the  mortgagee  may  acquire 
property  by  voluntary  conveyance  from 
the  mortgagor.  Conveyance  of  the  prop¬ 
erty  by  deed  in  lieu  of  foreclosure  is  ap¬ 
proved  subject  to  the  following  require¬ 
ments: 

(a)  The  mortgage  is  in  default  at  the 
time  the  deed  is  executed  and  delivered; 


(b)  The  credit  instrument  is  cancelled  ' 
and  surrendered  to  the  mortgagor; 

(c)  The  mortgage  is  satisfied  of  record 
as  a  part  of  the  consideration  for  such 
conveyance; 

(d)  The  deed  from  the  mortgagor  con¬ 
tains  a  covenant  which  warrants  against 
the  acts  of  the  grantor  and  all  claiming 
by,  through,  or  under  him  and  conveys 
good  marketable  title. 

§  204.304  Notice  of  acquisition  of  title. 

The  mortgagee  shall  give  written  no¬ 
tice  to  the  Commissioner  on  a  form  pre¬ 
scribed  by  him  within  15  days  of  acquisi¬ 
tion  of  good  marketable  title  to  the 
property. 

§  204.305  Disposition  of  the  property. 

(a)  The  mortgagee  shall  take  posses¬ 
sion  of,  preserve  and  repair  the  property, 
and  within  six  months  after  date  of  ac¬ 
quisition  of  marketable  title,  shall  sell  . 
the  property  for  the  best  price  obtain¬ 
able.  Repairs  shall  not  exceed  those 
needed  to  meet  the  requirements  of  local 
codes,  law  or  ordinances ;  those  necessary 
to  meet  FHA  Minimum  Property  Stand¬ 
ards  in  cases  where  the  sale  is  made 
with  FHA-insured  or  VA- guaranteed 
financing;  or  those  which  the  Commis¬ 
sioner  has  specifically  approved  in  ad¬ 
vance. 

(b)  The  mortgagee  shall  not  enter  into 
a  contract  for  the  preservation,  repair  or 
sale  of  the  property  with  any  officer, 
employee,  owner  of  ten  percent  or  more 
interest  in  the  mortgagee  or  with  any 
other  person  or  organization  having  an 
identity  of  interest  with  the  mortgagee 
or  with  any  relative  of  such  officer,  em¬ 
ployee,  owner  or  person. 

§  204.306  Application  for  insurance 
benefits. 

(a)  Within  30  days  after  the  sale  of 
the  property  the  mortgagee  shall  notify 
the  Commissioner  on  a  form  prescribed 
by  him  of  the  sale  of  the  property,  the 
purchase  price,  income,  and  expenses  in¬ 
curred  in  connection  with  the  acquisi¬ 
tion,  repair  and  sale  of  the  property 
and  shall  assign  to  the  Commissioner 
without  recourse  or  warranty  any  and  all 
claims  (other  than  the  mortgage  financ¬ 
ing  such  sale)  which  the  mortgagee  has 
acquired  in  connection  with  the  mort¬ 
gage  transaction. 

(b)  If  the  property  is  not  expected  to 
be  sold  within  six  months  after  the  date 
of  acquisition  of  marketable  title  the 
mortgagee  shall,  at  least  15  days  prior  to 
the  expiration  of  the  six-month  period, 
notify  the  Commissioner  who  will 
promptly  cause  an  appraisal  of  the  prop¬ 
erty  to  be  made  by  an  independent  ap¬ 
praiser.  Within  15  days  of  receipt  of  the 
notice  of  the  appraised  value  the  mort¬ 
gagee  shall  notify  the  Commissioner  as 
provided  in  paragraph  (a)  of  this  sec¬ 
tion,  utilizing  the  appraised  value  in  lieu 
of  the  purchase  price. 

Payment  of  Insurance  Benefits 
§  204.320  Method  of  payment. 

If  the  application  for  insurance  bene¬ 
fits  is  acceptable  to  the  Commissioner, 
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payment  of  the  Insurance  claim  shall  be 
made  In  cash.  In  debentures  or  a  com¬ 
bination  of  both,  as  determined  by  the 
Commissioner  at  the  time  of  payment. 

§  204.321  Amount  of  payment. 

(a)  The  basis  for  the  computation  of 
insurance  benefits  during  the  term  of 
coinsurance  shall  be  the  stun  of  the 
original  principal  of  the  mortage  which 
was  unpaid  on  the  date  of  the  institu¬ 
tion  of  foreclosure  proceedings  or  on 
the  date  of  acquisition  of  the  property 
otherwise  after  default,  plus  the  amount 
of  all  payments  made  by  the  mortgagee 
and  allowances  for  items  as  set  forth  in 
§  204.332,  less  all  items  as  set  forth  In 
§  204.323. 

(b)  The  amount  of  insurance  benefits 
shall  be  90  percent  of  the  amount  com¬ 
puted  pursuant  to  paragraph  (a)  of  this 

section. 

(c)  The  originating  mortgagee  will 
be  responsible  for  ten  percent  of  the 
amount  computed  pursuant  to  para¬ 
graph  (a)  of  this  section. 

(d)  The  aggregate  amount  for  which 
a  mortgage  will  be  responsible  with 
respect  to  mortgages  coinsured  in  any 
calendar  year  shall  not  exceed  one  per¬ 
cent  of  the  total  of  the  original  prin¬ 
cipal  amount  of  all  mortgages  co¬ 
insured  by  the  mortgagee  In  such  cal¬ 
endar  year  (including  mortgages  for 
which  the  coinsurance  liability  has  been 
transferred) ,  plus  the  total  of  the  orig¬ 
inal  principal  amounts  of  all  additional 
mortgages  originated  during  such  calen¬ 
dar  year  for  which  such  mortgagee  has 
assumed  coinsurance  liability.  In  the 
event  an  application  for  insurance  bene¬ 
fits  is  accepted  by  the  Commissioner 
which  would  cause  the  mortgagee’s  re¬ 
sponsibility  to  exceed  such  limitation, 
the  amount  of  insurance  benefits  shall 
be  100  percent  of  the  amount  computed 
pursuant  to  paragraph  (a)  of  this  sec¬ 
tion. 

(e)  The  Commissioner  will  pay  the 
originating  mortgagee  100  percent  of  the 
amount  computed  pursuant  to  para¬ 
graph  (a)  of  this  section  and  will  debit 
to  the  Annual  Coinsurance  Reserve  any 
payment  in  excess  of  the  amount  of  in¬ 
surance  benefits,  provided  the  credit 
balance  in  the  Annual  Coinsurance  Re¬ 
serve  is  equal  to,  or  more  than,  the 
amount  of  the  mortgagee’s  responsibility 
under  pargaraph  (c)  of  this  section. 

§  204.322  Items  included  in  payment. 

The  insurance  benefits  paid  shall  in¬ 
clude  the  following  items: 

(a)  Taxes,  ground  rent  and  water 
rates,  which  are  liens  prior  to  the  mort¬ 
gage,  prorated  to  the  date  of  disposition 
of  the  property: 

(b)  Special  assessments,  which  are 
noted  on  the  application  for  insurance 
or  which  become  liens  after  the  insur¬ 
ance  of  the  mortgage,  prorated  to  the 
date  of  disposition  of  the  property; 

(c)  Hazard  insurance  on  the  mort¬ 
gaged  property,  prorated  to  the  date  of 
disposition  of  the  property; 

(d)  MIP; 

(e)  Taxes  imposed  upon  any  deeds  or 
other  instruments  by  which  said  prop¬ 
erty  was  acquired  by  the  mortgagee; 


(f)  Foreclosure  costs  or  costs  of  ac¬ 
quiring  the  property  otherwise  actually 
paid  by  the  mortgagee  and  approved  by 
the  Commissioner,  in  an  amount  not  in 
excess  of  two -thirds  of  such  costs  or  $75. 
whichever  is  the  greater.  Where  the  fore¬ 
closure  involves  a  mortgage  executed  in 
connection  with  the  sale  of  property  by 
the  Secretary,  the  mortgagee  shall  be  re¬ 
imbursed  (in  addition  to  the  amount 
determined  under  the  foregoing)  for  any 
extra  costs  incurred  in  the  foreclosure  as 
a  result  of  a  defect  in  title  which  existed 
at  or  prior  to  the  time  the  mortgage  was 
filed  for  record,  if  the  mortgagee  estab¬ 
lishes  to  the  satisfaction  of  the  Commis¬ 
sioner  that  such  extra  costs  are  over  and 
above  those  customarily  incurred  in  the 
area. 

(g)  Any  uncollected  mortgage  interest 
allowed  pursuant  to  forbearance  relief 
granted  under  §  204.294; 

(h)  An  amount  which  the  Commis¬ 
sioner  finds  to  be  sufficient  to  compen¬ 
sate  the  mortgagee  for  any  loss  which  it 
may  have  sustained  on  account  of  inter¬ 
est  on  debentures  and  the  payment  of 
any  MIP  by  reason  of  its  having  post¬ 
poned  the  institution  of  foreclosure  pro¬ 
ceedings  or  the  acquisition  of  the  prop¬ 
erty  by  other  means  under  a  mortgage  to 
which  the  provisions  of  sections  302  and 
306  of  the  Soldiers’  and  Sailors’  Civil 
Relief  Act  of  1940,  as  amended,  apply 
during  any  part  or  all  of  the  period  of  the 
mortgagor’s  military  service  and  three 
months  thereafter. 

(i)  Charges  for  the  administration, 
operation,  maintenance  or  repair  of  com¬ 
munity-owned  property  or  the  mainte¬ 
nance  and  repair  of  the  mortgaged  prop¬ 
erty  paid  by  the  mortgagee  with  respect 
to  which  it  certifies  to  the  Commissioner 
that  payment  was  made  for  the  purpose 
of  discharging  an  obligation  arising  out 
of  a  covenant  filed  for  record  and  ap¬ 
proved  by  the  Commissioner  prior  to  the 
insurance  of  the  mortgage. 

(j)  An  amount  equivalent  to  the  de¬ 
benture  interest  which  would  have  been 
earned  on  the  portion  of  the  insurance 
benefits  paid  in  cash,  from  the  date  of 
default  to  the  date  of  acquisition  of  mar¬ 
ketable  title  except  that  when  the  mort¬ 
gagee  falls  to  meet  any  one  of  the  appli¬ 
cable  requirements  of  9S  204.301,  204.302, 
204.304,  204.305  or  204.306  within  the 
specified  time  and  in  a  manner  satisfac¬ 
tory  to  the  Commissioner  (or  within  such 
further  time  as  the  Commissioner  may 
approve  in  writing) ,  the  interest  allow¬ 
ance  in  such  cash  payment  shall  be  com¬ 
puted  only  to  the  date  on  which  the  par¬ 
ticular  required  action  should  have  been 
taken  or  to  which  it  was  extended. 

(k)  An  amount  equivalent  to  mortgage 
interest  on  the  unpaid  principal  of  the 
mortgage  from  the  date  of  acquisition  of 
marketable  title  to  15  days  after  disposi¬ 
tion  or  appraisal  of  the  property  pur¬ 
suant  to  S  204.306(b) . 

(l)  Reasonable  payments  made  by 
the  mortgagee  for: 

(1)  Preservation  and  maintenance  of 
the  property; 

(2)  Repairs  necessary  to  meet  local 
codes,  law  or  ordinances;  repairs  neces¬ 
sary  to  meet  FHA  Minimum  Property 
Standards  in  those  cases  where  the  sale 


is  made  with  FHA-insured  or  VA- 
guaranteed  financing;  or  such  additional 
repairs  as  may  be  specifically  approved 
in  advance  by  the  Commissioner. 

(3)  Expenses  in  connection  with  the 
sale  of  the  property  including  a  sales 
commission  at  the  rate  customarily  paid 
in  the  community  and,  if  the  sale  to  a 
buyer  involves  an  FHA  or  VA  mortgage, 
a  discount  at  a  rate  approved  by  the 
Commissioner. 

(m)  An  amount  to  compensate  the 
mortgagee  for  overhead  costs,  not  to  ex¬ 
ceed  $40  plus  $15  per  month  for  each 
month,  or  a  part  thereof,  from  the  date 
of  acquisition  of  title  to- the  date  of  sale. 

§  204.323  Items  deducted  from  pay¬ 
ment. 

There  shall  be  deducted  from  the 
total  of  the  added  items  in  §§  204.321(a) 
and  204.322  the  following  cash  items: 

(a)  All  amounts  received  by  the  mort¬ 
gagee  on  account  of  the  mortgage  after 
the  institution  of  foreclosure  proceedings 
or  the  acquisition  of  the  property  by  di¬ 
rect  conveyance  or  otherwise  after 
default. 

(b)  All  amounts  received  by  the  mort¬ 
gagee  from  any  source  relating  to  the 
property  on  account  of  rent  or  other  in¬ 
come  after  deducting  reasonable  ex¬ 
penses  incurred  in  handling  the  property. 

(c)  All  cash  retained  by  the  mort¬ 
gagee  including  amounts  held  or  de¬ 
posited  for  the  account  of  the  mortgagor 
or  to  which  it  is  entitled  under  the 
mortgage  transaction  that  have  not  been 
applied  in  reduction  of  the  principal 
amount  of  the  mortgage  indebtedness. 

(d)  All  amounts  received  by  the  mort¬ 
gagee  from  any  source  relating  to  the 
sale  of  the  property  or  the  appraised 
value  of  the  property  as  determined  by 
an  independent  appraiser  pursuant  to 
9  204.306(b). 

§  204.330  Benefits  to  investing  mort¬ 
gagees. 

Unless  the  originating  mortgagee  and 
the  investing  mortgagee  otherwise  agree, 
the  originating  mortgagee  shall  pay  to 
the  investing  mortgagee: 

(a)  Within  15  days  of  sale  of  the 
property  or  within  6  months  and  15  days 
of  acquisition  of  the  property,  which¬ 
ever  first  occurs,  the  original  principal  of 
the  mortgage  which  was  unpaid  on  the 
date  of  institution  of  foreclosure  pro¬ 
ceedings  or  on  the  date  of  acquisition  of 
the  property  otherwise  after  default. 

(b)  Within  5  days  of  receipt  of  in¬ 
surance  benefits,  contract  and  debenture 
Interest  as  provided  in  8  204.322,  less 
one-third  of  the  cost  of  foreclosure. 

§  204.350  Debentures. 

All  of  the  provisions  of  9§  203.405 
through  203.409  and  §203.411  of  this 
Chapter  shall  apply  to  mortgages  in¬ 
sured  under  this  subpart,  except  that  the 
debentures  shall  bear  interest  at  the  rate 
in  effect  on  the  effective  date  of  the 
Mortgage  Insurance  Certificate. 

§  204.351  brae  date  of  debentures. 

The  debenture  shall  be  Issued  as  of 
the  date  of  default  as  defined  in  this 
part. 
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§  204.355  Mutual  Mortgage  Insurance 
Fund  and  distributive  shares. 

All  of  the  provisions  of  §§  203.420 
through  203.425  of  this  Chapter  shall 
apply  to  mortgages  insured  under  this 
subpart  except  with  respect  to  the  rights 
and  obligations  of  originating  mortgagee. 

§  204.360  Sale,  assignment  and  pledge 
of  insured  mortgages. 

All  of  the  provisions  of  §§  203.430 
through  203.135  of  this  Chapter  shall 
apply  to  mortgages  insured  under  this 
subpart. 

Extension  of  Time 

§  204.380  Actions  to  be  taken  by  mort¬ 
gagee  or  lender. 

With  respect  to  any  action  required 
by  the  mortgagee  or  lender  within  a  pe¬ 
riod  of  time  prescribed  by  this  subpart 
the  Commissioner  may  extend  such 
period. 


Amendments 

§  204.381  Effect  of  amendments. 

The  regulations  in  this  subpart  may 
be  amended  by  the  Commissioner  at  any 
time  and  from  time  to  time,  in  whole  or 
in  part,  but  such  amendment  shall  not 
adversely  affect  the  interests  of  a  mort¬ 
gagee  or  lender  under  the  contract  of 
insurance  on  any  mortgage  or  loan  al¬ 
ready  insured  and  shall  not  adversely  af¬ 
fect  the  interest  of  a  mortgagee  or 
lender  on  any  mortgage  or  loan  to  be 
insured  on  which  the  Commissioner  has 
made  a  commitment  to  insure. 

(Sec.  7(d)  of  the  Department  of  HUD  Act 
(42  U.S.C.  3535(d))) 

Sheldon  B.  Lubar, 
Assistant  Secretary  for  Housing 
Production  and  Mortgage 
Credit,  Federal  Housing  Com¬ 
missioner. 

[FR  Doc.74-27734  Filed  11 -26-74;  8: 45  am] 
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